O© 0 9 O L A W N =

e S S = e
<N O LAWY = O

17a
18
19
20
20a
21
22
23
24
25
26
27

LEGISLATIVE GENERAL COUNSEL H.B. 72
€. Approved for Filing: R.H. Rees &
¢ 01-25-117:40AM &

TAXES AND RELATED SCHOOL FUNDING PROVISIONS

AMENDMENTS

2011 GENERAL SESSION
STATE OF UTAH

Chief Sponsor: Michael E. Noel

Senate Sponsor:

LONG TITLE
General Description:

This bill makes changes to taxes and school funding.
Highlighted Provisions:

This bill:

» increases the state sales and use tax rate on food and food ingredients to the general
state sales and use tax rate;

» adds food and food ingredients to the tax base for certain local option sales and use
taxes;

» creates a School Equalization H=» [Fund] Account ¢=H and provides for operation of
the H=» [fund] account ¢H

» deposits revenues from the state sales and use tax increases into the School
Equalization H=» [Fund] Account ¢=H ;

» provides a methodology for allocations from the School Equalization H=$ [Fund]
Account «H

» reduces school district certified property tax rates by the amount of allocations from
the School Equalization H-» [Fund] Account ¢H ;

» prohibits all taxing entities from imposing a property tax rate higher than the
certified tax rate for a certain period of time;

» makes adjustments to property tax fee-in-lieu allocations;

» adjusts the methodology for funding charter schools and the school board and voted

leeway guarantee programs;
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214 (i1) sum the district per pupil local revenues for each student enrolled in a charter

215  school on the previous October 1; and

216 (ii1) divide the sum calculated under Subsection (1)(a)(i1) by the number of students
217  enrolled in charter schools on the previous October 1.

218 (b) "District per pupil local revenues" means the amount determined as follows, using
219  data from the most recently published school district annual financial reports and state

220  superintendent's annual report:

221 (1) calculate the sum of a school district's revenue received from:

222 (A) avoted levy imposed under Section 53A-17a-133;

223 (B) aboard levy imposed under Section 53A-17a-134;

224 (C) 10% of the cost of the basic program levy imposed under Section 53A-17a-145;
225 (D) a tort liability levy imposed under Section 63G-7-704;

226 (E) a capital outlay levy imposed under Section 53A-16-107; [and]

227 (F) a voted capital outlay levy imposed under Section 53A-16-110; and

228 (G)_the School Equalization H=# [Fund] Account ¢=H . in accordance with Section

228a  53A-21-603, except for
229  allocations used to abate property taxes imposed for bond payments in accordance with Section
230 53A-21-602: and

231 (i1) divide the sum calculated under Subsection (1)(b)(i) by the sum of:
232 (A) aschool district's average daily membership; and
233 (B) the average daily membership of a school district's resident students who attend

234  charter schools.

235 (c¢) "Resident student" means a student who is considered a resident of the school
236  district under [Fitte-53A;] Chapter 2, Part 2, District of Residency.
237 (d) "Statewide average debt service [reventes"] expenditures” means the amount

238  determined as follows, using data from the most recently published state superintendent's
239  annual report:
240 (i) sum the [reventes] expenditures of each school district for general obligation

241  bonded indebtedness from the debt service levy imposed under Section 11-14-310 and
242 allocations from the School Equalization H=# [Fund] Account ¢=H created in
242a  Section 53A-21-603; and
243 (i1) divide the sum calculated under Subsection (1)(d)(i) by statewide school district

244 average daily membership.
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462 (2) "Base tax effort rate" means the average of:

463 (a) the highest combined capital levy rate; and

464 (b) the average combined capital levy rate for the school districts statewide.

465 (3) "Combined capital levy rate" means a rate that includes the sum of the following

466  property tax levies:

467 (a) the capital outlay levy authorized in Section 53A-16-107;

468 (b) the portion of the 10% of basic levy described in Section 53A-17a-145 that is

469  budgeted for debt service or capital outlay;

470 (c) the debt service levy authorized in Section 11-14-310; and

471 (d) the voted capital outlay leeway authorized in Section 53A-16-110.

472 (4) "Derived net taxable value" means the quotient of:

473 (a) the total property tax collections from April 1 through the following March 31 for a

474  school district for the calendar year preceding the March 31 date; divided by

475 (b) the school district's total tax rate for the calendar year preceding the March 31

476  referenced in Subsection (4)(a).

477 (5) "Highest combined capital levy rate" means the highest combined capital levy rate

478  imposed by a school district within the state for a fiscal year.

479 (6) "Property tax base per ADM" means the quotient of:

480 (a) a school district's derived net taxable value; divided by

481 (b) the school district's ADM.

482 (7) "Property tax yield per ADM" means:

483 (a) the product of:

484 (i) a school district's derived net taxable value; and

485 (i1) the base tax effort rate; divided by

486 (b) the school district's ADM.

487 (8) "School Equalization H=» [Fund] Account ¢=H " or " H=» [fund] account ¢=H "

487a  means the H=» [fund] account ¢=H created in Section
488 53A-21-602.

489 [8)] (9) "Statewide average property tax base per ADM" means the quotient of:
490 (a) the sum of all school districts' derived net taxable value; divided by

491 (b) the sum of all school districts' ADM.

492 Section 8. Section 53A-21-601 is enacted to read:
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Part 6. School Equalization
53A-21-601. Definitions.
As used in this part:

(1) "Enrollment" means enrollment in a school district or charter school as of the

October 1 enrollment counts.

(2) "Three-year average enrollment growth" means an amount calculated by:

(a) subtracting the enrollment in the year that is three years prior to the current year

from the enrollment in the current year; and

(b) dividing the number resulting from the subtraction under Subsection (2)(a) by

three.

Section 9. Section 53A-21-602 is enacted to read:

53A-21-602. School Equalization H=» [Fund] Account ¢=H -- Sources of revenue --
Interest.

(1) There is created a H=» [speciatrevenuefund] restricted account ¢=H within the
Education Fund known as the
"School Equalization H=p [Fund] Account ¢=H ."

(2) (a) The H=» [fund] account ¢=H shall be funded by:

(1) sales and use tax revenues deposited in accordance with Section 59-12-103: and

(i1) legislative appropriations.
(b) Any interest earned on the H=# [fund] account ¢=H shall be deposited into the
H=» [-fund] account ¢=H .
(3) The State Board of Education shall distribute revenues deposited into the H=p [fund]

account ¢=H in
accordance with Section 53A-21-603.

(4) A school district or charter school that receives an allocation from the School
Equalization H=» [Fund] Account ¢=H :

(a) shall first use funds to reduce and replace property taxes imposed for capital outlay
in accordance with Section 53A-16-107; and

(b) if property taxes imposed for capital outlay are fully reduced in accordance with

Subsection (4)(a), shall first use the funds in place of property tax levies imposed under
Sections 11-14-310, 53A-16-110, 53A-17a-133, 53A-17a-134, 53A-17a-145, and 63G-7-704,
and then may use the funds for any capital outlay or general fund purpose.

Section 10. Section 53A-21-603 is enacted to read:

S3A-21-603. School Equalization Program -- Allocations.

(1) There is created the "School Equalization Program." as described in this section.
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524 (2) For fiscal years beginning on or after July 1, 2012, the State Board of Education

525 shall annually allocate School Equalization Program funds in accordance with Subsection (3).

526 (3) Except as provided in Subsection (4), the State Board of Education shall annually:
527 (a) determine the amount of funds available in the School Equalization H=» [Fund]

527a  Account ¢=H for

528  allocation:

529 (b) distribute 75% of the available funds to school districts in proportion to each school

530  district's percentage of statewide enrollment in the current year:; and

531 (c) _distribute 25% of the available funds to school districts in proportion to each school

532  district's percentage of the combined total of three-year average enrollment growth in all school

533  districts with an increase in three-year average enrollment growth.

534 4) (a) In making allocations under Subsection (3), the State Board of Education shall

535  allocate funds in fiscal year 2012-13 only to the extent that the related certified tax rate

536  reduction under Section 59-2-924.5 does not reduce a school district's certified tax rate below

537  the minimum basic tax rate imposed under Section 53A-17a-135.
538 (b) The State Board of Education shall allocate any funds that are not allocated due to

539  Subsection (4)(a) to other school districts in accordance with the allocation methodology under
540  Subsection (3).

541 (5) By April 1, 2012, the State Board of Education shall notify the Tax Commission

542  and each school district of projected allocations under this section for fiscal year 2012-13.

543 (6) If a new school district is created or school district boundaries are adjusted, the

544  enrollment and three-year average enrollment growth shall be calculated on the basis of

545  enrollment in school district schools located within that school district's newly created or

546  adjusted boundaries.
547 Section 11. Section 59-1-401 is amended to read:

548 59-1-401. Definitions -- Offenses and penalties -- Rulemaking authority -- Statute
549  of limitations -- Commission authority to waive, reduce, or compromise penalty or

550 interest.

551 (1) Asused in this section:

552 (a) "Activated tax, fee, or charge" means a tax, fee, or charge with respect to which the
553  commission:

554 (i) has implemented the commission's GenTax system; and
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(b) [f9] Notwithstanding Subsection (3)(a), [exceptasprovidedm-Subsection
+Htb)t1);] and in addition to any amounts deposited under Subsections (7), (9), and (10),

when the general obligation bonds authorized by Section 63B-16-101 have been paid off and
the highway projects completed that are included in the prioritized project list under Subsection
72-2-125(4) as determined in accordance with Subsection 72-2-125(6), the Division of Finance
shall deposit into the Transportation Investment Fund of 2005 created by Section 72-2-124 the

amount of tax revenue generated by a .025% tax rate on the transactions described in

Subsection (1).

(12) [tay] Notwithstanding Subsection (3)(a), [andexceptasprovidedmSubsection
12)tb);] beginning on January 1, 2009, the Division of Finance shall deposit into the

Transportation Fund created by Section 72-2-102 the amount of tax revenue generated by a
.025% tax rate on the transactions described in Subsection (1) to be expended to address

chokepoints in construction management.

(13) Notwithstanding Subsection (3)(a), beginning on July 1, 2012, the Division of

Finance shall deposit into the School Equalization H=» [Fund] Account =H created in

Section 53A-21-602 7.5%
of the revenues collected from the state sales and use taxes imposed under Subsections
(2)(@)(1)(A) and (2)(b)(1).

Section 21. Section 59-12-104.2 is amended to read:

59-12-104.2. Exemption for accommodations and services taxed by the Navajo

Nation.
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4293
4294
4295 Section 34. Effective dates.
4296 (1) The amendments to the following sections take effect on January 1, 2012:
4297 (a) Section 59-2-404:
4298 (b) Section 59-2-405;
4299 (c) Section 59-2-405.1:
4300 (d) Section 59-2-405.2;
4301 (e) Section 59-2-405.3:
4302 (f) Section 59-2-919.3: and
4303 (g) Section 59-2-924.5.
4304 (2) The following sections take effect on January 1, 2012:
4305 (a) Section 53A-21-601;
4306 (b) Section 53A-21-602; and
4307 (c) Section 53A-21-603.
4308 (3) The amendments to the following sections take effect on July 1, 2012:
4309 (a) Section 10-1-405;
4310 (b) Section 11-41-102;

4310a H=» (c) Section 26-36a-206;
4311 [t)] (d) ¢=H Section 53A-1a-513;
4312 H=» [(d)] (e) &=H Section 53A-17a-133;
4313 A= [te}] (f) ¢H Section 53A-17a-134;
4314 H=» [tB] (g) ¢&H Section 53A-21-101.5;
4315 H=? [t2)] (h) ¢&H Section 59-1-401;
4316 A= [td0)] (i) ¢=H Section 59-12-102;
4317 H=» [tD] (j) ¢&H Section 59-12-103:
4318 H= [(p)] (k) ¢=H Section 59-12-104.2;
4319 H=» [t] (1) ¢=H Section 59-12-108:
4320 A= [(H] (m) ¢=H Section 59-12-401;
4321 A= [tm)] (n) ¢=H Section 59-12-402;
4322 H=» [(m)] (0) ¢=H Section 59-12-703:
4323 H= [t0)] (p) ¢H Section 59-12-802;
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H= [(m] (q) &1 Section 59-12-804;

H= [t)] (r) &=H Section 59-12-1201:

H=» [(1)] (s) &=H Section 59-12-1302;

H-» [ts)] (t) &=H Section 59-12-1402;

H-» [)] (u) &=H Section 59-12-2003;

H=» [an)] (v) ¢H Section 59-12-2103; and

H=» [(v)] (w) €=H Section 59-12-2204.

H.B. 72

Legislative Review Note
asof 1-21-11 4:14 PM

Office of Legislative Research and General Counsel
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